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On Jan. 9, President Fernando Collor de Mello submitted a bill to the congress that would raise
social security contributions by employees and employers. The measure is aimed at raising funds
to cover a 147% increase in retirement benefits authorized by the judiciary over the executive's
objections. Assuming the bill is approved this month and implemented 90 days afterward, employee
contributions in second quarter 1992 would range between 10.5% and 13.5% of their monthly
wage or salary (a 1.5% increase). Employer contributions would increase by 3%, or from 20% to
21.5%. The new bill also requires that retirees contribute 7% of monthly pension checks to cover
health care costs. Next, if approved, the legislation would suspend the increases in social security
contributions by employees and employers and retirees' special contribution to health care once
social security system (Previsao Social) "economic and financial equilibrium is recovered." On
Jan. 7, Pedro Parente, the Economy Ministry's planning secretary, said that if the supreme court
(Tribunal Superior Federal) rules in favor of an appeal by the executive to overturn the 147%
pension increase authorized by a lower court, the administration would reduce the percentage
increments in contributions contained in the bill. According to Collor de Mello, the increase in
public sector spending on pensions as specified by the court ruling is equivalent to US$11 billion.
(Basic data from Agence France-Presse, 01/09/92)
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